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OATH OR AFFIRMATION

I, MARKCASPER , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statementand supporting schedules pertaining to the firm of
CAPSTONE CAPITAL MARKETS LLC , as

of DECEMBER31 , 20 19 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely asthat of a customer, except as follows:

BRENT W. SCHULLER Signature
Notary Public

State of Colorado CHIEFFINANCIALOFFICER / FINOP
otary ID # 20164038100

pires 10-05-2020 Title

/ Notary ublic

This report ** contains (check all applicable boxes):
2 (a) Facing Page.
2 (b) Statement of Financial Condition.
2 (c) Statement of Income (Loss) or, if there is other comprehensive income in the period(s) presented, a Statement

of Comprehensive Income (as defined in §210.1-02 of Regulation S-X).
(d) Statement of Changes in Financial Condition.
(e) Statement of Changesin Stockholders' Equity or Partners' or Sole Proprietors' Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(g) Computation of Net Capital.
(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3.
(i) Information Relating to the Possession or Control Requirements Under Rule 15c3-3.

0 (j) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15c3-1 andthe
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15c3-3.

() (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

8/ (l) An Oath or Affirmation./ (m) A copy of the SIPC Supplemental Report.
0 (n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, seesection 240.17a-5(e)(3).
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WOLF
& COMPANY, P.C.

Report of Independent Registered Public Accounting Firm

To the Member of Capstone Capital Markets LLC:

Opinion on the Financial Statements

We have audited the accompanying statement of financial condition of Capstone Capital Markets

LLC (the "Company") as of December 31, 2019, and the related statements of operations and

changesin member'sequity andcashflows for the yearthen ended,andthe relatednotes
(collectively, referred to asthe "financial statements"). In our opinion, the financial statements

present fairly, in all material respects, the financial position of the Company, and the results of its

operations and its cash flows for the year then ended in conformity with accounting principles

generally accepted in the United States of America.

Basis for Opinion

These financial statements are the responsibility of the Company's management. Our

responsibility is to express an opinion on the Company's financial statements based on our audit.

We are a public accounting firm registered with the Public Company Accounting Oversight

Board (United States)("PCAOB") and are required to be independent with respect to the

Company in accordance with the U.S.federal securities laws and the applicable rules and

regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require

that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement, whether due to error or fraud. The Company is not

required to have, nor were we engaged to perform, an audit of its internal control over financial

reporting. As part of our audit, we are required to obtain an understanding of internal control over

financial reporting, but not for the purpose of expressing an opinion on the effectiveness of the

Company's internal control over financial reporting. Accordingly, we express no such opinion.

Our audit included performing procedures to assessthe risk of material misstatement of the

financial statements, whether due to error or fraud, and performing procedures that respond to

those risks. Such procedures included examining, on a test basis, evidence regarding the amounts
and disclosures in the financial statements. Our audit also included evaluating the accounting

principles used and significant estimates made by management, as well as evaluating the overall

presentation of the financial statements. We believe that our audit provides a reasonable basis for

our opinion.

MEMBER OF ALLINIAL GLOBAL. 99 HIGH STREET BOSTON, MA 02110-2320 P 617-439-9700

AN ASSOCIATlON OF LEGALLY INDEPENDENT FIRMS WOLFANDCO.COM



Supplementary Information

The Computation of Net Capital Pursuant to Rule 15c3-1 ("supplementary information") hasbeen

subjected to audit procedures performed in conjunction with the audit of the Company's financial
statements.The supplemental information is the responsibility of the Company'smanagement.

Our audit procedures included determining whether the supplemental information reconciles to

the financial statements or the underlying accounting and other records, as applicable and

performing procedures to test the completeness and accuracy of the information presented in the

supplemental information. In forming our opinion on the supplemental information, we evaluated

whether the supplemental information, including its form and content, is presented in conformity

with 17 C.F.R.§240.17a-5. In our opinion, the supplementary information is fairly stated,in all

material respects, in relation to the financial statements as a whole.

We haveserved asthe Company's auditor since 2013.

Boston,Massachusetts

February 24,2020
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Capstone Capital Markets LLC

Statement of Financial Condition

December 31,2019

ASSETS

Current Assets

Cash and cashequivalents $ 6,731,448
Accounts receivable,trade, net 54,500

Prepaid expensesand other current assets 35,288
Total Current Assets 6,821,236

Total Assets $ 6,821,236

LIABILITIES & MEMBER'S EQUITY
Current Liabilities

Related party payable $ 1,238,772
Accrued commissions 192,222

Accrued expenses 29,840
Total Current Liabilities 1,460,834

Member's equity 5,360,402

Total Liabilities & Member's Equity $ 6,821,236

Seeaccompanying notes to financial statements.
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Capstone Capital Markets LLC

Statement of Operations and Changes in Member's Equity

Year Ended December 31, 2019

Revenue:

Retainer fees $ 1,432,500

Success fees 25,314,606
Revenueshare 562,424

Reimbursed expenses 39,929
Referral fees (480,000)

Total Revenue $ 26,869,459

Expenses:
Compensation and related expenses 15,176,075
General and administrative 1,229,787
Professional fees 29,279

Corporate fees and taxes 78,332
Client related 39,929

Total Expenses $ 16,553,402

Net income From Operations 10,316,057

Unrealized loss on investments (13,726)

Net income 10,302,331

Distributions (12,000,000)

Member's Equity, Ending $ 5,360,402

5ee accompanying notes to financial statements.
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Capstone Capital Markets LLC

Statement of Cashflows

Year Ended December 31, 2019

Cash Rows from Operating Activities:

Net Income $ 10,302,331

Adjustments to reconcile net income to net cash provided by

operating activities:
Unrealized loss on investments 13,726

Decrease in Accounts receivable,trade, net 176,981

Increasein Prepaids expensesand other current assets (9,024)

Decreasein Accounts payable (4,990)

Increasein Related party payable 1,238,772
Increasein Accrued commissions 68,222

Increase in Accrued expenses 9,171

Net cash provided by operating activities 11,795,189

Distributions paid to parent company (12,000,000)

Net cash used by investing activities (12,000,000)

Net decrease in cash and cash equivalents (204,811)

Cash and cash equivalents, beginning 6,936,259

Cash and cash equivalents, ending $ 6,731,448

Seeaccompanying notes to financial statements.
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Capstone Capital Markets LLC

Notes to Financial Statements

Year Ended December 31, 2019

1. ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity

Capstone Capital Markets LLC(the "Company"), which is a wholly-owned subsidiary of
Capstone Corporate Finance LLC(the "Parent"),was formed on April 8,2004, as a
Delaware limited liability company. As of December 21, 2017, the parent does business
under the name Capstone Headwaters. The Company is a broker-dealer registered with

the Securities and Exchange Commission ("SEC")and is a member of the Financial Industry

Regulatory Authority ("FINRA").The Company provides private placement services for
companies located throughout the United States.

The Company claims exemption from the requirements of Rule 15c3-3 under
Section (k)(2)(i) of Rule 15c3-3.

Basis of Presentation

The accompanying financial statements have been prepared in conformity with accounting

principles generally accepted in the United States of America ("GAAP"). All items of
income and expense are accounted for on the accrual basis.

Revenue Recognition

The Company provides advisory serviceson mergers and acquisitions (M&A). Revenue for
advisory arrangements (successfees) are generally recognized at the point in time that
performance under the arrangement is completed (the closing date of the transaction) or
the contract is cancelled. Retainer fee revenue is recognized over time for advisory

arrangements in which the performance obligations are simultaneously provided by the
Company and consumed by the customer. Should the performance obligation not be
fulfilled on an advisory fee they are reflected as deferred revenue until the performance

obligation has been fulfilled. Recognition of retainer fee revenue is determined by the
input method over the performance period as inputs are expended evenly throughout the
performance period.At December 31, 2019, there were no advisory fees classified as
deferred revenue.

The Company elected the practical expedient whereby the Company recognizes the
incremental costs of obtaining a contract as an expense when incurred. The service for

advisory contracts is transferred to the customer within one year and therefore, the
Company expenses referral fees as incurred.
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CapstoneCapital Markets LLC

Notes to Financial Statements (Continued)

ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES(continued)

Cash and Cash Equivalents

The Company maintains its cash in bank deposit accounts which, at times, may exceed the
federally insured limits. The Company considers such highly-liquid investments with
original maturities of three months or lesswhen purchased to be cash equivalents. The
value, liquidity and related income of these investments are sensitive to changes in
economic conditions and may be adversely affected by shifts in the market and changes in
interest rates. As of December 31, 2019, the Company holds all of its cash in a deposit

account.

Income Taxes

No provision for federal or state income taxes is presented in these financial statements,
because the Company is a limited liability company, which is taxed as a partnership and,
accordingly, its taxable income is allocated to its member for federal and state income tax
reporting purposes. However, in certain circumstances, the Company may be required to
pay income taxes to a state or foreign country.

The Company assessesthe recording of uncertain tax positions by evaluating the
minimum recognition threshold and measurement requirements a tax position must meet

before being recognized as a benefit in the financial statements. The Company has not
recognized a liability for any uncertain tax benefits as of December 31, 2019. The
Company's policy is to recognize interest and penalties as a component of income tax
expense, if any, in its statements of operations and changes in member's equity.

Generally, the Company is no longer open to examination by the applicable taxing
authorities for the tax years prior to December 31, 2016.

Accounts Receivable

Trade accounts receivable are stated at the amount management expects to collect from

outstanding balances.Management provides for uncollectible amounts through a charge
to earnings and a credit to a valuation allowance basedon its assessment of the current
status of individualaccounts.Balancesthat arestill outstanding after management has
used reasonable collection efforts are written off through a charge to the valuation
allowance and a credit to trade accounts receivable. At December 31,2019 management
has determined no reserve is needed.
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Capstone Capital Markets LLC

Notes to Financial Statements (Continued)

ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES(continued)

Uses of Estimates

Management has used estimates and assumptions relating to the reporting of assets and
liabilities and the disclosure of contingent assetsand liabilities in its preparation of the
financial statements in accordance with accounting principles generally accepted in the
United States of America. Actual results experienced by the Company may differ from
those estimates.

2. RELATED PARTY TRANSACTIONS

Under the terms of an expense sharing arrangement, certain overhead expenses are

allocated to the Companybasedon management's estimates.Allocated overhead
expenses for the year ended December 31, 2019 include payroll and related expenses,

occupancy, and office expenses amounting to $16,448,287. The Company reimburses the
Parent in full for any direct expenses paid by the Parent on the Company's behalf. As of
December 31, 2019, there was an amount payable to Parent of $1,238,772.

A revenue sharing agreement was entered into between the Parent, the Company, and
Headwaters BD LLC("Headwaters BD"), an affiliated entity, on December 22, 2017,
effective November 30,2017 and expiring the earlier of when all retained contracts have

been assigned, expired, terminated or fully performed, whereby all revenue received under
the retained contracts, after expenses, as defined, are deducted, is shared between
Headwaters BD and the Company based on the parties' performance of services.
Headwaters BD is the contracting party under the retained contracts and is responsible for
collection under the contracts. Registered employees under the Headwaters BD contracts

will rethain registered under Headwaters BD and may be dually registered under the
Company.During 2019 the Company recognized $562,424of revenue under this

agreement. Revenueis recognized at the time the Company has completed performance
of the services and the variability of payments is resolved and no longer constrained.
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CapstoneCapital Markets LLC

Notes to Financial Statements (Continued)

3. INVESTMENTS

At December 31,2019, the Company holds warrants to purchase common stock of private
companies. These warrants were received in connection with private placements in
December 2013 and December 2017. An unrealized loss was recognized during 2019 in

the amount of $13,726.The Company's investment exposes it to various types of risk such
as market, credit and general economic risks. Due to the uncertainty related to changes in
the fair value of these investments as well as the lack of marketability the Company has
determined to hold these investments with no value assigned to them.

4. NET CAPITAL

The Company is subject to the Securities and Exchange Commission Uniform Net Capital.

Rule (Rule 15c3-1), which requires the maintenance of minimum net capital of not less
than the greater of 6-2/3% of aggregate indebtedness or $5,000 ($97,389 as of December
31,2019). As of December 31, 2019, the Company's net capital amounted to $5,311,214.

Rule 15c3-1 also requires that the ratio of aggregate indebtedness to net capital, both as
defined, shall not exceed 15 to 1.The Company's aggregate indebtedness to net capital
ratio amounted to 0.028 to 1 as of December 31, 2019.

5. CONTINGENCIES

Indemnifications

in the ordinary course of business,the Company enters into various agreements

containing standard indemnification provisions. The Company's indemnification
obligations under such provisions are typically in effect from the date of execution of the
applicable agreement through the end of the applicable statute of limitations. The
aggregate maximum potential future liability of the Company under such indemnification
provisions is uncertain. As of December 31, 2019, no amounts have been accrued related
to such indemnification provisions.
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Capstone Capital Markets LLC

Schedule of Computation of Net Capital Under Rule 15c3-1 and Other information
Under Rule 15c3-3 of the Securities and Exchange Commission

December 31, 2019

Aggregated Indebtedness $ 1,460,834

Member's Equity 5,360,402

Less:Non-allowable assets
Accounts receivable,trade, net (13,900)

Prepaid expensesand other current assets (35,288)
Total Non-allowable assets (49,188)

Net Capital $ 5,311,214

Minimum net capital requirement to be maintained 97,389

Net capital in excessof requirements $ 5,213,825

Ratio of aggregate indebtedness to net capital .028to 1

Reconciliation of Audited Computation of Net Capital Under Rule 15c3-1 to the Unaudited

FOCUS Report Part ilA

No material differences exist between the above computation of net capital and the unaudited

filing of Part IIA of the FOCUSreport as of December 31, 2019. Accordingly, no reconciliation of
audited computation of net capital under Rule 15c3-1 to the unaudited FOCUSreport Part IIA

has been presented.
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Report of Independent Registered Public Accounting Firm

To the Member of Capstone Capital Markets LLC:

We have reviewed management's statements, included in the accompanying Exemption Report,

in which Capstone Capital Markets LLC (the "Company") claimed an exemption from 17C.F.R.
§240.15c3-3 under the following provisions of 17 C.F.R§240.15c3-3(k)(2)(i) and the Company

met the identified exemption provisions in 17 C.F.R.§240.15c3-3(k)(2)(i) throughout the most

recent fiscal year without exception. The Company's management is responsible for compliance

with the exemption provisions and its statements.

Our review was conducted in accordance with the standards of the Public Company Accounting

Oversight Board (United States) and,accordingly, includes inquiries and other review procedures

to obtain evidence about the Company's compliance with the exemption provisions. A review is

substantially less in scope than an examination, the objective of which is the expression of an

opinion on management's statements. Accordingly, we do not express such an opinion;

Based on our review, we are not aware of any material modifications that should be made to

management's statements referred to above for them to be fairly stated,in all material respects,

based on the provisions set forth in paragraph(k)(2)(i) of Rule 15c3-3 under the Securities

Exchange Act of 1934.

Boston, Massachusetts

February 24,2020



Capstone Capital Markets
Member FINRA/51PC

Capstone Capital Markets' Exemption Report

Capstone Capital Markets LLC(the "Company") is a registered broker-dealer subject to Rule 17a-

5 promulgated by the Securities and Exchange Commission (17 C.F.R.§240.17a-5, "Reports to be

made by certain brokersand dealers").This Exemption Report was prepared as required by 17

C.F.R.§240.17a-5(d)(1) and (4). To the best of its knowledge and belief, the Company states the

following:

The Companyclaimed an exemption from 17 C.F.R.§240.15c3-3 under the following provisions

of 17 C.F.R.§240.15c3-3 (k)(2)(i).

The Company met the identified exemption provisions in 17 C.F.R.§240.15c3-3(k)(2)(i)

throughout the most recent fiscal year without exception.

Capstone Capital Markets LLC

I,Mark V.Casper,swear (or affirm) that, to my best knowledge and belief, this Exemption Report

is true and correct.

By:

Title: Chief Financial Officer

Date: February 28,2020
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

ON APPLYING AGREED UPON PROCEDURES

To the Member of Capstone Capital Markets LLC:

We have performed the procedures included in Rule 17a-5(e)(4) under the Securities Exchange
Act of 1934 and in the Securities Investor Protection Corporation (SIPC) Series 600 Rules,which

are enumerated below, and were agreed to by Capstone Capital Markets LLC (the "Company")

and the SIPC,solely to assistyou and the SIPC in evaluating the Company's compliance with the

applicable instructions of the General Assessment Reconciliation (Form SIPC-7) for the year

ended December 31, 2019. Management of the Company is responsible for its Form SIPC-7 and

for its compliance with those requirements. This agreed-upon procedures engagement was
conducted in accordance with the standards of the Public Company Accounting Oversight Board

(United States) and in accordance with attestation standards established by the American Institute

of Certified Public Accountants. The sufficiency of these procedures is solely the responsibility of

those parties specified in this report.Consequently, we make no representation regarding the

sufficiency of the procedures described below either for the purpose for which this report has
beenrequested or for any other purpose.

The procedures we performed and our findings are as follows:

1. Compared the listed assessmentpayments in Form SIPC-7 with respective cash
disbursement records entries noting no differences;

2. Compared the Total Revenue amounts reported on the Annual Audited Report Form

X-17A-5 Part III for the year ended December 31, 2019, with the Total Revenue

amounts reported in Form SIPC-7 for the year ended December 31,2019 noting no
differences;

3. Compared any adjustments reported in Form SIPC-7 with supporting schedules and

working papers noting no differences;

4. Recalculated the arithmetical accuracy of the calculations reflected in Form SIPC-7

and in the related schedules and working papers supporting the adjustments noting no

differences; and



5. Compared the amount of any overpayment applied to the current assessmentwith the

Form SIPC-7 on which it was originally computed noting nodifferences.

We were not engaged to,anddid not conduct an examination or a review, the objective of which

would be the expression of anopinion or conclusion,respectively,on the Company'scompliance

with the applicable instructions of the Form SIPC-7 for the year ended December 31,2019.
Accordingly, we do not express suchan opinion or conclusion.Had we performed additional

procedures,other matters might have come to our attention that would have been reported to you.

This report is intended solely for the information anduse of the Company andthe SIPCand is not

intended to be andshouldnot be used by anyone other than these specified parties.

Boston,Massachusetts

February 24,2020
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SECURITIESINVESTORPROTECTIONCORPORATION

,,.7 P.O.Box 92185 Wa2sh37nigto3nD.C.20090-2185 SPC-7
(36-REV 12/18) Genef8| ASsessmentReconciliatioll (36 REV 12/18)

For the fiscal year ended 12/31/2019
(Read carefuly rhe instructions in your Working Copybefore completing this Form)

TO 8E FILED BY ALL SIPC MEMBERSWITH FISCAL YEAR ENDINGS

1. Name of Member, address, Designated Examining Authority, 1934 Act registration no. and month in which fiscal year ends for
purposes of the audit requirement of SEC Rule 17a-5:

Note:if any of the information showri on the
mailing label requires correction, please e-mail

- m AADc220 any correctionsto form@sipt.organd so
mdicateonthe formfiled.

CAPSTONEHEAIMATERS
176FEDERAI.STLBBY3 Name and telephone number of personto
80sTON,MAo211o.2223 contact respectingthis form.

2. A. General Assessment (item 2e from page 2) $

B. Lesspayment made with SIPC-6 filed (exclude Interest) ( IO tNC )

Date Paid

C. Less prior overpayment applied

D. Assessment balance due or (overpayment) fi 00

E. Interest computed on late payment (see instruction E) for____days at 20% per annum

F. Total assessment balance and interest due (or overpaymentcarried forward) $ OO

G. PAYMENT: Àthe box
Check malled to P.O.Box 0 Funds Wired Q ACHQ
Total (must be same as F above) $ ŽÛ (oÛÛ

H. Overpayment carried forward $(

3. Subsidiaries (S) and predecessors (P) included in this.torm (give name and 1934 Act registration number):

The SIPC membersubmitting this form and the
person by whom it is executed represent thereby
that all information contained herein is true, correct
and complete. Nameaf ompor nerst p or oma,organi2anon)

zees enanne)

Dated the day of encar , 20E.

This form and the assessment payment is due 60 days after the end of the fiscal year. Retain the Working Copy of this form
for a period of not less than 6 years, the fatest 2 years in an easily.accessible place.

E Dates:
Postmarked Received Reviewed

5 Calculations Documentation ForwardCopy

a Exceptions:

E Disposition of exceptions:
1



DETERMINATION OF "SIPC NET OPERATING REVENUES"
AND GENERAL ASSESSMENT

Amounts for the fiscal period
beginning 1/1/2019
and ending 12/31/2019

Eliminate cents

a ToNt evenue(FOCUSLine t2/Part HALine 9.Code4030) 3 $ i

2b. Additions:

(I) Total revenuesfrom the securities business of subsidiaries (except foreign subsidiaries) and
predecessorsnot included above.

(25Nel lossirom principal transactions in securities in frading accounts.

3) Net loss fromprincipal transactions m commoditiesin trading accounts.

(4) laterest and dividend expensededucted a determinmgitem 23.

(5) Nel loss from managementof orpatticipation in the underwriting or distribution af securities,

(6) Expenseséther than advertisilig, printirig, registration fees and legal feesdeducted in determining net
. profit from managementof or participation in underwriting ordistribution of securities,

(7) Net loss fromsecurities in investment accounts.

Total additions

20. Deductions:
(1) Revenues from the distribution otshares of a registered openend investmentcompanyor unit

investment trust, from the sale of variable annuities,from the business of insurance, froni investment
advisory services rendered to regislered investment companiesor insurancecompanyseparate
accourits, and fromtransat:tions in security tutores products.

(2) Revenues from commopitytransactions.

(3) Commissions,floor brokerageand clearance paid to other SIPCmembersin connection with /
securities transactions. i O

(4) Reimnursementsfor postage in connection wíth proxy solicitation.

(5) Netgain from securities in investment accounts.

(6.) 100% of commissionsario markups earned fromtransactions in (i) certificates of deposit and
(ii) Treasury bills. bankers acceptancesor commercialpapet that maturenine months or less
from issuancedéte.

(7) Direct expensesof printing advertising and legal fees incurred inconnection with other sevenue
related to the securities business (revenue defined by Section16(9)(LFoi the ActL

(8) Other revenue not related either directly or indirectly to the securities busmess.
(See liistruction C):

(Deductions in excess 00$100,000 requiredocumentation)

(94(i) Total interest and dividend expense(FOCUSLine 22|PART llA Line 13
Code4075 plus line 26(4) above) but not in excess
of total interest anddividend income. $

(ii) 40% of margin interest earned oncustomerssecurities
accounts(40% of FOCUSline 5. Code3960). $

Enter the greaterof line (i) or (ii)

Total deductions

2d. SIPC Net Operating Revenues $ 1

20, General Assessment@ .0015 9 i O
(to page1 line 2 A.)
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2 c8 - Support
Amount

1 ReimbursableExpenses 39,929

2 BadDebt (Expense)Recovery
AllocateRite LLC 5,700
Aquatech international LLC 5,000
Boutique Air, Inc 4,000

Dominion Proppants LLC 10,000
FECLogging USAHoldings,LLC 3,200
Great American MineralsExploration,Inc. 4,000
Medimpact Holdings,Inc. 10,000

Navika Group of Companies 13,500

Paradigm 37,500
PennoyerPartners 9,580
Premier Mortgage Resources LLC 12,000

PureForge 8,000

RenewFuelsLLC 2,400
SeeDevice,Inc. 2,000
TEAM ServicesGroup 2,000
UMA EnterprisesInc. 4,000

Total Deductions 172,809


